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Report to 
Shareholders 


Your Directors are pleased to report continued 
growth in the development, manufacturing and 
marketing of the KEY-EDIT family of data entry 
products during the fiscal year ended December 
31, 1974. 


Financial Results 


Net sales, rentals and services for the year 
ended December 31, 1974, were $15,395,000., 
an increase of 27.7% over the previous year, for 
which total revenues were $12,056,000. The loss 
for the year was $5,496,000., compared to 

$2,571 ,000., in 1973. 


Cost of sales continued to be high as a direct 
result of the rapid expansion of our Ottawa 
manufacturing facilities. While our sales in- 
crease for the year was 27.7%, factory dollar 
output in the fourth quarter was 96.7% above 
that of the first quarter. The cost of achieving 
this growth was expensed as incurred. 


In recent years, most of our production has 
been sold to three large distributors who had 
marketing rights for our products in most coun- 
tries around the world, except Canada and the 
United States. CCI’s sales and service organiz- 
ation has been functioning in twenty-two cities 
in North America. However, only KEY-EDIT 100 
Systems that had been manufactured prior to 
1972, were being leased in North America until 
May of 1974. 


In 1974, the Company received financial com- 
mitments which gave it the resources to begin 
marketing and leasing its new KEY-EDIT 
Systems in North America. Financial arrange- 
ments are now being estabilshed to handle the 
lease financing in Canada and the United States. 
When this is completed, new systems will be 
purchased from CCI and leased to our custo- 
mers. CCI will therefore be able to record the 
resultant sales price and profit in its statement 
of income. 


During 1974, the Company announced the new 
KEY-EDIT 50 and KEY-EDIT 1000 Systems in 
North America. A number of major organiz- 
ations ordered and installed the systems. 
However, because the new financing arrange- 
ments are not yet completed, we have not 
shown the systems installations as sales but 
have only reported rental income in 1974. The 
equivalent purchase price would have been $1.9 
million, which would have yielded an additional 
$900,000. of net income had the North American 
installations been treated as outright sales. All 
related marketing and service expenses have 
been written off as incurred. 


Marketing expenses increased from $228,000. 
for the first quarter to $544,000. in the last 


quarter, as we expanded the North American 
sales organization. As a result of this expansion, 
sales are continuing to grow. During the first 
quarter of 1975, North American sales were $1.9 
million, equalling the total for all of 1974. 


The Company’s re-entry into the North American 
marketplace has had an initial adverse effect on 
current financial results as predicted in our 1974 
Quarterly Reports. Nonetheless, it was an im- 
portant move to make because of the future 
stability that a larger base of customers will 
provide. In addition, the profits from direct 
marketing in the computer industry are signifi- 
cantly higher than marketing only through 
distributors, which has characterized the 
Company’s business in the past three years. 


Financing 


During the year, the Company arranged bank 
financing totalling $3,000,000. to finance inven- 
tories, accounts receivable, plant development 
and demonstration equipment. The Canadian 
Government through its agency, the General 
Adjustment Assistance Board and the Ontario 
Government through the Ontario Development 
Corporation, jointly undertook to guarantee this 
amount of $3,000,000. These federal and pro- 
vincial agencies have further assisted the 
Company with short term loans, repayable on 
demand, to the extent of $8,500,000. In the next 
few weeks, the Company expects to complete 
the arrangements necessary to finance sales for 
$30,000,000. of KEY-EDIT Systems. We believe 
that the financing will be sufficient to finance 
new systems orders through most of 1976. 


Operations 


The major development of the new KEY-EDIT 
50 and 1000 Systems was completed in the year 
under review. In the last quarter of the year, the 
Company produced 115 systems compared with 
52 systems in the first quarter. These systems 
were delivered to North American and overseas 
customers. As a result of the build-up in market- 
ing and manufacturing staff, the total number 

of employees in the Company expanded from 
485 in the beginning of the year to 656 by the 
end of the year. 


During 1974, Consolidated Computer Inc. signed 
a co-operative technical exchange agreement 
with Fujitsu Ltd., Japan’s largest computer 
manufacturer. This agreement will provide CCl 
with all relevant manufacturing and engineer- 
ing technology which Fujitsu has developed in 
recent years. The effect has been to give CCl 
access to a level of manufacturing and engineer- 
ing technology which compares favourably with 
the world’s largest computer companies. 


North American installations of the new KEY- 
EDIT 50 and KEY-EDIT 1000 Systems began 
early in 1974, and by year-end, systems had 
been installed in many of the twenty-two cities 
in Canada and the United States where CCI has 
sales and service personnel. 


The North American direct marketing pro- 
gramme is being supported by advertising and 
trade show activity in Canada and the United 
States, with good results. We have received 
awards for our advertising programmes and our 
trade show displays. These awards have been 
based upon promotional effectiveness, as 
measured by market response and costs 
incurred. 


Overseas sales recorded another year of growth. 
The Company experienced a significant in- 
crease in demand for KEY-EDIT 50 Systems 
from its three large overseas customers: Inter- 
national Computers Limited in the United King- 
dom, Fujitsu Limited in Japan and Ecodata 
Comercio e Industria Ltda., in Brazil. These 
companies market, install and service KEY-EDIT 
systems around the world, excluding North 
America. During the year, we delivered 205 
systems to these companies, compared with 
F20VA9 ZS: 


In 1975, we commenced full production of the 
first general purpose Canadian designed mini- 
computer, the CCI SL-2. The SL-2 is installed in 
the KEY-EDIT 50 system. By year end, we were 
producing twenty-five SL-2 mini-computers per 
month, and this subsequently increased to forty- 
five per month by March of 1975. In April, 1975, 
CCI announced the KEY-EDIT 60 System in 
North America. This new system is larger than 
the KEY-EDIT 50 System and provides a sub- 
stantial increase in power and software capa- 
bility for our customers. It is also controlled by 
the SL-2 computer. 


Summary 


Despite the softening of world economic 
conditions, we look to the future with confi- 
dence, as our sales continue to expand. 
Computer technology is changing rapidly and it 
is causing substantial growth in computer 
terminals, “‘mini’ and ‘“‘micro” computers and 
data entry software. The Management Informa- 
tion Corporation, a leading consulting company 
in the United States, recently called the KEY- 
EDIT 50 System “‘the most sophisticated and 
cost-effective key-to-disk (4-8 stations) system 
in its class”. CCl is continuing its aggressive 
product research and development programme 
to maintain this leadership in our rapidly 
growing segment of the computer industry. 


Mr. E. S. Miles, a Director of the Company for 
several years, resigned in September, 1974. The 
Company would like to record its gratitude for 
his dedication and valuable advice. 


In his place, Mr. George Fierheller, President of 
Systems Dimensions Limited of Ottawa, has 
been elected to the Board. Mr. Fierheller’s broad 
experience in systems data processing will be 
of immeasurable value to the Company. 


The dedication and support that employees 
have given the Company during the year has 
been outstanding. The Directors wish to thank 
them and all our Shareholders for their con- 
tinued encouragement and confidence in the 
Company. 


On behalf of the Board 


VY a 


W. V. Moore William G. Hutchison 
Chairman President 


Year at a Glance 


1974 1973 
Netsalest Tentalszand: SOLtvice a...) yccns: chee id ea een $15,395,000 $12,056,000 
OSSMOMNGIVCd Lente re, 25 cnc teens cee erty Bs cee Wee nce oe $ 5,496,000 $ 2,571,000 
Loss per share oo... ee ieee RR UPD a Bort AE Wee $ 1.43 .67¢ 
SH ALeOStOUIStanaincn average). 05 1.6 ferme een ne eee ree 3,853,000 3,823,000 


One of the world’s largest KEY-EDIT 50 System 
installations is to be found at Prodesp-ClA. de 
Processamento de Dados do Estado de Sao 
Paulo, Brazil where ten central processing units 
and 160 key data terminals have increased 
productivity up to 40%. 


CONSOLIDATED 
COMPUTER inc. 


Assets 


Current assets 
Cash and term deposits ............ 


Accounts receivable — 
Trade 
Other 


Notes receivable — trade (note 2) 


Prepaid expenses 


Notes receivable — trade (note 2) 


Fixed assets (note 4) 


Plant, development and demonstration equipment ........................cccecee eects 


KEY-EDIT 100 equipment on lease 
KEY-EDIT 50 and 1000 equipment on lease 
KEY-EDIT 50 and 1000 equipment in transit 
Furniture, fixtures and leasehold improvements 


Less: Accumulated depreciation 


On behalf of the Board 


il sm 


W. V. Moore 
Director 


Consolidated 


Balance 


Sheet 


as at December 31, 1974 


Inventories: (MOte 43) oeczosciecccor peek ieee sec osc ce eRe oe ee : 


1974 1973 
$ $ 

232,973 650,502 
2,499,470 1,352,592 
605,851 627,746 
1,844,044 169,332 
8,372,775 4,188,836 
107,125 76,500 
13,662,238 7,065,508 
3,166,218 338,664 
2,546,260 1,302,249 
1,899,149 2,157,554 
1,254,013 — 
589,428 — 
772,666 562,864 
7,061,516 4,022,667 
2,182,048 1,391,517 
4,879,468 2,631,150 
21,707,924 10,035,322 


W. G. Hutchison 
Director 


Liabilities 


Current liabilities 


Bank loans (note 5) 
Accounts payable and accrued liabilities 
Notes payable (note 2) 
Demand loans (note 6) 
Taxes payable 
Current portion of long-term debt 


Long-term debt, less current portion (note 7) 
Notes payable (note 2) 
Deferred credit 


Deficit less capital stock 


Deficit (note 9) 


Capital stock (note 8) 


Special shares 


GOMMMONES MANS eerste terete eee sen oe ce hoe cana th cabs, Hen Sars A aia fn ah eos dee oa a es 


1974 1973 
ert < on Pree s 
4,300,000 ‘1,650,000 
3,239,033 «3,305,578 
1,844,044 169,332 
10,291,165 = 
83,293 122,828 
2,444,000 100,000 
22,201,535  —«5, 347,738 
6,966,976 9,389,882 
3,166,218 338,664 
60,000 150,000 
32,394,729 15,226,284 
12,521,145 7,025,302 
1,745,042 1,745,042 
89,298 89,298 
1,834,340 ‘1,834,340 
10,686,805 5,190,962 
21,707,924 10,035,322 


CONSOLIDATED Consolidated 
COMPUTER we Statement of 
Operations 


for the year ended December 31, 1974 


1974 
pumas’. 
Net ‘sales; rentals and S@rviCes oocc.cosdesceesccstes een chee ere eee oo ee 15,394,959 
Cost of sales:and services: 2. 2.5.<5:.c.cccsestcnnncosstn see eee ee eee 13,825,713 
1,569,246 
Expenses 
Marketing sadministrationsanGotne trees = eee eee eee RRO e a Paes 5,411,603 
Research and development — net of 
government, Grants 7. hkesess cu nsces case tcaea tyes eet camocn sae Dee eee erence ree eee 633,913 
Interest on long-term debt ......... aS arte RS sR ae TA ee ree 217,530 
Interest on short-term borrowings (net) .......... Pe ee eI A ey, cae se REC Dna A ilip OE 802,043 
7,065,089 
LOSS fOr THE YOar 2508s. 5 ses ccmee se le e a eNEoe eer ee 5,495,843 
Average number of common and special shares 
OUTSEANGING biscsccccvate henetet secenG Oia ae aes eee ee Cae ee eee ee SGoOSaIal 
Loss; per'share: (mote: 1.0): sae tere cer he ee earner eres ee a ot rE Le $1.43 
C CONSOLIDATED Consolidated 
ER INC. 
oA. Statement of 


Deficit 


for the year ended December 31, 1974 


1974 

$ 

Deficit — beginning. of yoar oi eden cciesacsiors casas suas AEaueaee eae 7,025,302 

LOSS forthe. year hr arc Mee cee. ren atte cae ee ae 5,495,843 
Provision for costs of receivership 
and reorganization (reorganization 

Was 7COMPlELEG rine 972) Merete cre tenet ok eee ne, Sa con oe a 

5,495,843 

Deticlt = end of yeargacstl ec ee eee  A 12,521,145 


1973 


$ 


12,055,527 


9,684,639 


2,370,888 


3,822,462 


919,183 
aleve 2 
28,273 


4,941,630 
2,570,742 


3,822,952 


.67¢ 


1973 
$ 


4,655,546 


2,570,742 


(200,986) 


2,369, 756 
7,025,302 


CONSOLIDATED 
COMPUTER we 


Working capital was increased by: 
Deferred credit 


Provision for costs of receivership and 
reorganization — transferred to deficit 


Increase in long-term debt 
Long-term notes payable (note 2) 
Sale of shares 


Working capital was decreased by: 
Loss for the year 


Items not affecting working capital — 
Depreciation 


Deferred credit amortization 


Long-term notes receivable (note 2) 
Increase (net) in fixed assets 


Repayment of long-term debt 


Decrease in working capital .......... ee. 
Working capital — beginning of year |... 


Working capital (deficiency) — end of year .................... 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of 
Consolidated Computer Inc. as at December 31, 1974 
and the consolidated statements of operations, deficit 
and changes in working capital for the year then 
ended. Our examination included a general review of 
the accounting procedures and such tests of account- 
ing records and other supporting evidence as we 
considered necessary in the circumstances. 


Subject to the company completing the lease financ- 
ing described in note 14 or arranging some other 
form of financing to meet its obligations, in our 
opinion these consolidated financial statements 


Current portion of long-term debt (note 7) 0.0.0.0... 


“ 


Consolidated 
Statement of Changes 
in Working Capital 


for the year ended December 31, 1974 


1974 1973 

$ $ 

ee eee eee = 150,000 
Pee RE en are = 200,986 
shoes rat RUA Coane Sele = 1,900,000 
to WT © SAL ae 2,827,554 338,664 
eR ee et eer eee = 75,718 
2,827,554 2,665,368 

I Re ree 5,495,843 2,570,742 
rand ne cee ee (1,009,132) (875,017) 
See ec nee 90,000 am 
4,576,711 1,695,725 

ee ae ee a 2,827,554 338,664 
“i aan teh eet ae 3,336,356 882,500 
PETE, Fock Cotas) see 90 2,344,000 72,466 
Le ee er eee = 800,000 
13,084,621 3,789,355 

Re Oe 10,257,067 1,123,987 
ne ee ei Le a7ir770 2,841,757 
er eee eee (8,539,297) 1,717,770 


present fairly the financial position of the companies 
as at December 31, 1974 and the results of their 
operations and the changes in their working capital 
for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Chartered Accountants 
March 24, 1975 


CONSOLIDATED 
COMPUTER iwc. 


1. Principles of consolidation 


Notes to 
Consolidated Financial 
Statement 


for the year ended December 31, 1974 


The consolidated financial statements include CC Consolidated Computer International, Inc., the wholly- 


owned United States subsidiary and the non-operating United Kingdom subsidiary. 


2. Notes Receivable 


The notes are receivable over a period of 36 months and are insured by the Export Development Corpor- 
ation. The company has an agreement with its bankers to finance these notes in equal amounts and on the 
same terms, to a maximum of $10,000,000. The bank’s loans are secured by a collateral floating charge 


debenture and a pledge and assignment of the notes receivable. 


3. Inventories 


Parts and components for: 


Manufacturing, including work in process 


(UTA = SOOO O40) eee ace csc ees tetra ecw a es ne Ree 
Repair: overhauland tieldy Service acc corre eters eee eee te eee eee 


Inventories are valued at the lower of cost and net realizable value. 


Under an inventory purchase agreement an Ontario government agency is purchasing certain inventory 

components from the company. The company is obligated to repurchase these inventory components at such 
times as they are shipped to its customers. The value of that inventory at December 31, which is not included 
in these financial statements, is $842,062 (1973 — $1,077,865). 


4. Fixed assets 


Plant, development and 


CEMONStrAation eCUIP MeN tere eee eeee ee eee eter 


KEY-EDIT 100 equipment on 


IGAS6, ote eee ae ee 


KEY-EDIT 50 and 1000 


equipment on lease ........... eo 


KEY-EDIT 50 and 1000 
equipment in transit ........... 


Furniture, fixtures and 
leasehold improvements 


1974 1973 

$ $ 
7,302,702 3,533,852 
1,070,073 654,984 


8,372,775 


4,188,836 


1974 1973 

Valuation Accumulated Net Net 

(see (a) depreciation 
below) 

$ $ $ $ 

2,546,260 613,578 1,932,682 1,039,804 

1,899,149 1,383,077 516,072 1,091,239 

1,254,013 42,182 1,211,831 —_ 

589,428 — 589,428 —_ 

772,666 143,211 629,455 500,107 


7,061,516 


2,182,048 


4,879,468 


2,631,150 


(a) Fixed assets are valued at cost except for KEY-EDIT 100 equipment assembled before December 31, 
1971 which is valued at the then estimated fair market value. 


(b) Depreciation is recorded generally on the straight-line basis over the estimated service lives of the assets 
which, in respect of KEY-EDIT equipment is estimated to be five years. 


5. Bank loans 


The bank loans are secured by a pledge and assignment of book debts, inventories and a $3,000,000 floating 


charge debenture. 
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6. Demand loans 


Principal Interest 
amount $ % 
7,000,000 8 
1,791,165 11% 
500,000 6% 
1,000,000 11% 


10,291,165 


7. Long-term debt 


Security 


First floating charge debenture subordinate to the $3,000,000 floating charge debenture, 
the assignments of book debts, notes receivable, inventories, chattel mortgages and 
lease revenues on the KEY-EDIT 50 and 1000 systems 


Chattel mortgages on certain KEY-EDIT 50 and 1000 systems on lease in North 
America and assignment of the lease revenues 


Promisory note 


Promissory note (see note 15(a) and (c)) 


pes Interest Description Security Maturity Conversion 
Principal amount (see (B) below) (see (A) below) feature 
1974 1973 
$ $ $ 
1,400,000 1,400,000 7 7/16% Debenture Floating charge 1975-500,000 None 
debenture 1976-400,000 
1977-300,000 
1978-200,000 
None Secured Floating charge 1975-600,000 None 
Debenture debenture 1976-200,000 
800,000 800,000 Series Two subordinate to 
$1,400,000 
debenture 
Junior Secured 
Convertible 
Debentures 
500,000 500,000 9% after Series A Floating charge 20% per annum $5 per common 
December 31, debenture of principal share until 
1975 subordinate to amount December 30, 
$1,400,000 outstanding on 1975 
debenture and December 31, 
$800,000 secured 1976 commencing 
debenture, December 31, 
Series Two 1976 
1,883,628 1,962,534 Prime + %% Series B Floating charge $300,000 per $5 per common 
debenture year to share until 
subordinate to December 31, December 30, 
$1,400,000 1975 and the 1975 
debenture, balance 
$800,000 secured December 31, 
debenture, 1976. These 
Series Two and repayments will 
$500,000 Junior be reduced by the 
Secured annual amounts of 
Convertible interest paid. 
Debentures, The estimated 
2,383,628 2,462,534 Series A amount repayable 
against principal 
at December 31, 
1975 is $100,000. 
Convertible None 
notes 
1,200,000 1,200,000 9% after Series One 1975-700,000 $5 per non-voting 
December 31, 1976-200,000 convertible 
1975 1977-200,000 special share 
1978-100,000 until 
December 30, 1975 
3,627,348 3,627,348 9% after Series Two 15% per annum $5 per non-voting 
————————— = [Pexoeirlerete Sil, of principal convertible 
1975 amount outstand- _— special share 
ing on December until December 30, 
4,827,348 4,827,348 31, 1975 payable 1975 
a aE on December 31 
of each year from 
1975-1980 and 
the balance on 
9,410,976 9,489,882 December 31, 1981 
2,444,000 100,000 Current portion 


6,966,976 9,389,882 


7. Long-term debt (continued) 


(A) All floating charges are subordinate to the $3,000,000 floating charge debenture and the $7,000,000 first 
floating charge debenture and assignments of book debts, notes receivable, inventories, chattel mortgages 
and lease revenues on the KEY-EDIT 50 and 1000 systems. 


(B) In the event of default of repayment of principal on any of the above non-interest bearing debt, interest 
begins to accrue at 9% per annum. 


(C) Under the terms of various debentures, indentures and loan agreements the company: 


(a) must maintain consolidated working capital of $2,250,000 (the company has received waivers of this 
requirement through March 1975). 


(b) must meet at least two of the three following conditions: 


(i) The sum of acceptable receivables, firm orders to be invoiced within thirty days and cash balances of 
the company will be not less than $500,000; 


(ii) The sum of acceptable receivables, firm orders to be invoiced within sixty days and cash balances 
of the company will be not less than $800,000; or 


(iii) The sum of acceptable receivables, firm orders to be invoiced within ninety days and cash balances of 
the company will be not less than $1,100,000. 


(c) may not exceed specified aggregate amounts of capital expenditures and lease commitments in any 
one year. 


(d) may not declare or pay any dividends or make any other distributions to its shareholders or acquire 
or otherwise redeem any shares of its capital stock or make any pre-payments (other than mandatory pre- 
payments) on any junior debt. 


8. Capital stock 


Common shares Special shares 
of no par value without par value 
Shares $ Shares $ 
Authorized .............. 3,550,000 2,250,000 
Issued and 


VEIN? FORWCH co scanrorspoone 2,631,122 89,298 1,222,049 1,745,042 


The non-voting convertible special shares are preferred as to the first 10¢ per share dividend declared in any 
one year; thereafter the common shares are entitled to the next 10¢ of dividend in any one year; and there- 
after in any One year the two classes of shares participate equally in dividends declared. 


From the earlier of (a) December 31, 1975 and (b) a date that the company shall designate in writing to the 
registrar for the non-voting special shares, the holders of non-voting special shares shall be entitled to convert 


any or all of the non-voting special shares held by them into common shares of the company on a share-for- 
share basis. 


The following shares have been reserved for the conversion of debentures and the exercise of stock options: 


Common Special 
Junior secured convertible debentures — 
SOVIOS: A isiicasescics near uurra beet coe eee Dee sae eat 100,000 — 
SOMOS! B aaiee cs eati se cee oan see Paes Re ee cake cock wc ota TR ee 392,500 — 
Convertible notes — 
Series One yest susie ee eR ee ee ea ae og co — 240,000 
SOriOS: TWO. peepee cc sug cei aca tee sbee eh et Pe ote oe es ne — 725,470 
Reserved for options to employees 
exercisable at various times to 
January 14, 1978 at option prices 
FANGINGMOMPpIECOMOLGS Asp OS alO nine re 237,780 rE 


730,280 965,470 


Under the terms of the Junior Secured Debenture Indenture and Convertible Note Indenture the company has 
covenanted that, other than for the purpose of making available, whenever the special shares become con- 
vertible into common shares, sufficient authorized common shares for the purpose of providing for such 


conversion, it will not increase its authorized capital prior to December 31, 1975 without the prior approval 
of the holders of the junior secured debentures and convertible notes. 
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9. Income taxes 


At December 31, 1974, the parent company and its U.S. subsidiary had aproximately $20,000,000 of losses 
carried forward (including approximately $5,600,000 of excess capital cost allowances) which can be applied 
against future profits to reduce income taxes. 


As such losses, other than those which relate to the excess capital cost allowances, may be carried forward 
for a maximum of five years, the following amounts must be utilized within the years noted: 1975 — approxi- 
mately $2,600,000, 1976 — approximately $3,200,000. 


10. Loss per share 
No dilution has been calculated as the effect would be to reduce the loss per share. 


11. Conversion of foreign currency 


Current assets and current liabilities in foreign currencies have been converted to Canadian funds at approxi- 
mately the year-end rates of exchange. No significant profit or loss resulted from this conversion. 


12. Remuneration of directors and senior officers 


Total remuneration paid to directors and senior officers as defined by the Business Corporations Act for the 
year was $339,095. 


13. Lease commitments 
Total rentals paid for the year ended December 31, 1974 and the approximate total of future commitments 


(excluding tax and similar expenses) are: veges 
Vearmended Decemberraits FOL eee cere cscccececcce cacteacvseeceescuesnensen 446,742 
Vanvlahyalemio nontonD eCembe ri sie 919 a sees eee ee eee oe 2,064,000 
JanvianvaleeOSOMOuMAayvccl al OS leper ercereee tee teeneeste ce ete... 330,000 


14. Lease financing 


The company is negotiating a $30,000,000 lease financing arrangement for the purpose of financing sales of 
KEY-EDIT 50, 60 and 1000 systems in Canada and the U.S.A. during the years 1975 and 1976. 


15. Subsequent events 

Subsequent to the year-end, in anticipation of completion of the lease financing arrangement described in 
note 14, the company completed the following transactions: 

(a) on January 21, 1975 borrowed $1,000,000 from its bankers on a demand loan basis, secured by a pledge 
and assignment of book debts and inventories. $500,000 of this loan was used as a partial repayment of the 
$1,000,000 demand loan outstanding at December 31, 1974 (see note 6); 

(b) borrowed in February, 1975 $740,000 from a federal government agency against a promissory note 
payable on demand; 

(c) pledged certain KEY-EDIT 50 and 1000 systems on lease in North America and assigned the payments 

due under the leases as security for the unpaid balance of $500,000 of the demand loan referred to in (a) above, 
and the $740,000 demand loan referred to in (b) above; 

(d) borrowed $1,000,000 from a U.S. bank in the form of a promissory note, repayable at the earlier of the com- 
pletion of the lease financing arrangement or June 30, 1975; 

(e) negotiated a $4,000,000 interim line of credit with its bankers, repayable at the earlier of the completion 
of the lease financing arrangement or June 30, 1975. 
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Chairman of the Board 

President 

Senior Vice-President, Marketing and Business Development 
Vice-President, Advance Planning 

Vice-President, Research and Development 

Vice-President, Manufacturing 

Director of Finance and Treasurer 

Secretary 


Registrar and 
Transfer Agent 


Royal Trust Company 


Hartford, Conn. 
Philadelphia, Pa. 


Washington, D.C. 
Columbus, Ohio 


Bankers The Toronto-Dominion Bank 
Auditors Coopers & Lybrand 
Solicitors Kilgour, World, Flood & Ronson 
Offices Head Office - Home Office - 
and Plant Canada U.S.A. 

50 Gervais Dr. 275 Wyman St. 

Toronto, Ont. Waltham, Mass. 

M3C 1Z3 02154 

Manufacturing 

Plant 

2421 Lancaster Rd. 

Ottawa, Ont. 

K1B 4L5 
Sales and Canada U.S.A. 
Service Quebec City, P.Q. Boston, Mass. 
Locations Montreal, P.Q. 

Ottawa, Ont. 

Toronto, Ont. Harrisburg, Pa. 

London, Ont. 

Winnipeg, Man. 

Regina, Sask. 


Vancouver, B.C. 


Cleveland/Akron, Ohio 
Springfield, III. 
Atlanta/Macon, Ga. 
San Francisco, Cal. 
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CONSOLIDATED COMPUTER INC. 
CONSOLIDATED STATEMENT OF CHANGES IN 
WORKING CAPITAL 
FOR THE SIX MONTHS ENDED JUNE 30, 1974 


(Unaudited) 
1974 1973 
$ $ 
Working Capital was Increased by: 
Profit for the period _ 556,000 
Charge not affecting working 
capital 
— Depreciation 466,000 429,000 
466,000 985,000 
Sale of shares — 69,000 
| 
| 
466,000 1,054,000 
Working Capital was Decreased by: 
Loss for the period 2,063,000 _ 
Increase (net) in fixed assets 584,000 400,000 
Deferred Credit 46,000 — 
Current portion of 
Long-Term debt 900,000 — 
3,593,000 400,000 | 
(Decrese) Increase in Working 
Capital (3,127,000) 654,000 
Working Capital — 


Beginning of Period 1,718,000 2,842,000 


Working Capital — } 
End of Period (1,409,000) 3,496,000 
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50 GERVAIS DRIVE, DON MILLS, 
ONTARIO M3C 123 


Report to our Shareholders 
for the Six Months ended 


June 30, 1974 


> 


To Our Shareholders: 


Net Sales, Rentals and Services for the six months ended 
June 30th, 1974 increased by 19.4% over the same period 
in 1973. Total revenues were $7,445,000 compared to 
$6,234,000 the previous year. During the first six months 
the Company incurred a loss of $2,063,000 compared to 
a profit of $306,000 for the six months ended June 30th, 
1973. After including extraordinary items in 1973 the 
profit was $556,000. 


The loss reported for the six months period was antici- 
pated by the Company and is a direct result of high manu- 
facturing overheads and marketing costs, which must be 
carried in order to achieve the substantial increase in pro- 
duction and sales volumes forecasted for the latter half of 
this year. 


We are pleased with our progress in expanding the North 
American direct marketing operations. Several KEY-EDIT 
50 and 1000 Systems have been ordered and a number of 
these are already installed and in use by major corpora- 
tions and governments. Our North American customers 
will generally lease their equipment. Arrangements to 
finance these leases are progressing satisfactorily. 


In July of this year, the Canadian Government through its 
agency, the General Adjustment Assistance Board, and 
the Ontario Government, through the Ontario Develop- 
ment Corporation, agreed to jointly guarantee three 
million dollars of working capital. This requirement was 
forecasted in the Company’s annual budget and the funds 
will be used to finance the increased factory production. 


ee fs 


W.V. Moore, 
Chairman 


W.G. Hutchison, 
President 


Toronto 
August, 1974 


CONSOLIDATED COMPUTER INC. 


CONSOLIDATED STATEMENT OF OPERATIONS 
FOR THE SIX MONTHS ENDED JUNE 30, 1974 
(Unaudited) 


Net Sales, Rentals and Services 
Cost of Sales and Services 


Expenses 


Marketing, administration and 


other 


Research and development — 
net of government grants 


Interest on long-term debt 


Interest on short-term loans 
(net) 


Special 


(Loss) Profit Before Income 
Taxes 


Provision for Income Taxes 
(Loss) Profit for the Period 
Before Extraordinary Items 


Extraordinary Items 


Gain on application of 
tax loss carried forward 


(Loss) Profit for the Period 


Average number of Common and 


Special shares outstanding 


(Loss) earnings per share 
Basic (loss) earnings per share 
— before extraordinary items 
— after extraordinary items 


Fully diluted earnings per 
share (note) 


— before extraordinary items 
— after extraordinary items 


1974 
$ 


7,445,000 
6,464,000 


981,000 


2,167,000 


254,000 
159,000 


214,000 
250,000 


3,044,000 


(2,063,000) 


(2,063,000) 


(2,063,000) 
3,823,000 


(54.0¢) 
(54.0¢) 


1973 
$ 


6,234,000 
3,551,000 


2,683,000 


1,544,000 


515,000 
68,000 


2,127,000 


556,000 
250,000 


306,000 


250,000 


556,000 
3,590,579 


8.5¢ 
15.5¢ 


6.3¢ 
11.4¢ 


Note: No dilution has been calculated for the six months ended 
June 30, 1974, as the effect would be to reduce the loss 


per share. 


